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MEMORANDUM FOR DISTRIBUTION eC

SUBJECT: Chairman Dingell's Investigation of General Dynamics,
the Defense Acquisition Process, Industrial Security,
DoD Standards of Conduct and Foreign Military Sales

Commencing on or about 16 September, Chairman Dingell intends to
begin a series of up to nine hearings on General Dynamics (GD),
the Defense Acquisition Process, Industrial Security, DoD
Standards of Conduct and Foreign Military Sales. He plans to
hold hearings on Mondays and Fridays through the conclusion of
this series of hearings. Although the order and structure of the
hearings are not definite at this point, the Subcommittee on
Oversight and Investigations plans to cover the following topics
and call the following witnesses.

One hearing will cover the effect of foreign military sales on
American industry and the balance of payments. In particular,
this hearing will attempt to demonstrate that offsets in the
foreign military sales program adversely affect the US economy.
The subcommittee plans to use the F-16 program as a gcase study.

A second hearing will focus almost exclusively on General Yoon, a
Korean sales consultant for GD. The thrust of this hearing will
be to determine whether GD and the defense industry engage in
foreign bribery. The Secretary of the Air Force will be

requeted to testify regarding spare parts issues and Air Force
Management Systems Deputy, A. Ernest Fitzgerald's recent
performance evaluation. The Secretary of the Navy will be
invited to testify regarding fraud in Navy submarine contracts,
distribution of gratuities and security of classified information
at Electric Boat. Secretary Weinberger will be asked to testify
about various problems in the defense acquisition process. Of
particular interest in Secretary Weinberger's hearing will be the
perceived retreat from the Secretary's "get tough" certification
policy, revocation of security clearances in the cases of Lester
Crown and other GD officials, a damage assessment, and "leaks"
investigation in the case of P. Takis Veliotis, the revolving
door issue as exemplified by Mary Ann Gilleece, procurement
reform and the distribution of illegal gratuities by defense
contractors. According to subcommittee staff, no subpoenas are
planned for DoD witnesses because our cooperation has been
satisfactory to the subcommittee.

Approved For Release 2010/11/12 : CIA-RDP88G00186R000901150019-0




Approved For Release 2010/11/12 : CIA-RDP88G00186R000901150019-0

For your information, attached to this memorandum are two media
articles offering further insight into the upcoming hearings.

Addressees are reminded of ASD (Legislative Affairs) earlier
request (attached) to coordinate all contacts with Chairman
Dingell's Committee with this office.
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PART II -- MAIN EDITION -- 9 AUGUST 1985
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DINGELL UNIT PLANS SERIES OF HEARINGS

Page 203

The House subcommittee chaired by Rep. John Dingell (D-Mich.), after a summer out of
the headlines, will open a busy series of hearings in the fall with the major focus on payments
to agents made in connection with foreign arms sales, congressional sources said yesterday. The
hearings will begin in mid-September.

The oversight and investigations subcommittee of the House Energy and Commerce
Committee, thése sources said, will hold hearings in about seven different areas. In addition to
foreign sales payments, the sources added, the hearings will delve into offset agreements,
classified subjects, the testimony of Navy Secretary John Lehman, the issue of the poor
performance ratings the Air Force gave its most famous "whistleblower," A. Ernest Fitzgerald,
and contractor overhead charges.

Of particular interest to the subcommittee is the fact that it was never contacted by the
Air Force even though Fitzgerald was‘detailed to the subcommittee for part of the rating
period.

The subcommittee already has underway investigations of alleged questionable practices
in connectior wwith payments made in the sale of General Dynamics F-16 fighters to Korea,
Turkey, Egypt and Greece (DAILY, May 24).

Unlike the hearings earlier this year into GD overhead claims, these will not focus on one
defense contractor but will involve several major contractors, the sources added.

Sources nave said that the subcommittee's interest in offsets—in which the U.S. arms
seller arranges for the sale of a foreign nation's products in return for buying the U.S. system—
grows out of a desire to sort out the legitimate deals from those used as a vehicle to leave
dollars in a country.

Dingell's interest in Lehman's testimony has been heightened by the Navy secretary's
award of over $1 billion in contracts to GD's Electric Boat Div. since Defense Department
Inspector General Joseph Sherick's recommendation last April to debar GD.

The sources said that Dingell still is interested in having Defense Secretary Caspar
Weinberger testify despite the resistance of the Pentagon chief. Dingell feels that Weinberger's
testimony is necessary, congressional sources said, and that the secretary will eventually
appear. Weinberger has refused to testify so far on grounds that he does not want to set a
precedent of testifying before a subcommittee.

ARMS CONTROL...from Pg. 4-SR

tional law can rest. There is, of course, no such sysiem.
As Laurence W. Beilenson reminds us in his classic study,

revolutionary Soviet rhetoric may be, in foreign policy the The Treaty Trap:

USSR is strictly within the ancient Rea)politik tradition of
an imperial state. As Samuel P. Huntington has remarked, Wherever and whenever there have been political treaties. trou-

bles to test them, and a strong interest in breaking them, the

The Soviet Union and the Soviet system constitute the last of
the major nineteenth-century empires. . . . Perhaps the most
important historical function of the Bolshevik Revolution was
to enable the Czanst empire to avoid the fate of its counter-
parts by providing it with a new ruthlessly effecuve leadership.

Diplomacy is governed by the “correlation of forces.” Trea-
ties last only as long as thcy serve the national interest.
Thus the Soviets have violated most of their agreements.
Though this is often cited as if it were a unique record of
irresponsibility, in truth it is the standard practice of na-
tions throughout history. It is the American view of treaties
as matters of principle rather than convenience that is rad-
ical, based as it is on the assumption of a universally

accepted system of values and interests on which interna-

paper chains have severed. . . . Treaty-reliance has not been as
constant as unreliability, but the discase has recurred so often
that it can be classified as an occupational disease of siatesmen.

In the modern era, as in earlier times, the most impor-
tant components of national security have been deterrence
and an active defense should deterrence fail. Arms-limtita-
tion agreements have not contributed significantly to secu-
rity and in some cases have undermined it. This has been
true especially of arms limitations divorced from wider po-
litical settlements and not linked to a prior reduction in
tensions. It is time that the American public as well as its
official representatives recognize how the world of interna-
tional politics really works and support a return to the
traditions! methods of statecraft. O

5-SR
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THE ASSISTANT SECRETARY OF DEFENSE
WASHINGTON DC 20301

LEGISLATIVE
AFFAIRS June 27, 1985

MEMORANDUM FOR SECRETARIES OF THE MILITARY DEPARTMENTS
UNDER SECRETARIES OF DEFENSE
ASSISTANT SECRETARIES OF DEFENSE
GENERAL COUNSEL
INSPECTOR GENERAL
ASSISTANTS TO THE SECRETARY OF DEFENSE
DIRECTOR, DEFENSE INVESTIGATIVE SERVICE
DIRECTOR, DEFENSE CONTRACT AUDIT AGENCY

SUBJECT: Congressman Dingell's Investigation of General
Dynamics, the Defense Industry and the Defense
Acquisition Process

Since January 1985, Chairman Dingell's Subcommittee on Oversight
and Investigations of the House Energy and Commerce Committee has
been conducting a series of hearings in connection with 1its
investigation of the defense industry and the defense acguisition
process, industrial security, and DoD standards of conduct. The
subcommittee plans to resume its hearings in July and is expected
to request testimony from the Secretary of the Navy and the
Secretary of Defense.

In order to keep Secretary Weinberger adequately informed of the
areas of current interest to the subcommittee, you are requested
to coordinate all correspondence, information, meetings and
briefings requested by the subcommittee or its representatives
with my office. My point of contact for this issue is Lieutenant
Colonel Ted Hess, extension 73782.

Russell A. Rourke
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